AMENDED IN ASSEMBLY APRIL 13, 2016
AMENDED IN ASSEMBLY MARCH 18, 2016

CALIFORNIA LEGISLATURE—2015—16 REGULAR SESSION

ASSEMBLY BILL No. 1775

Introduced by Assembly Member Obernolte

February 3, 2016

An act to amend Sections-3794% 18601, 18633,—19021,—23224;
18633.5, and 23281 of the Revenue and Taxation Code, relating to
taxation.

LEGISLATIVE COUNSEL’S DIGEST

AB 1775, as amended, Obernolte. Income taxes: returns. due dates.
The Personal Income Tax Law requires a partnership to file an
informational return on the 15th day of the 4th month following the
close of its taxable year, and a limited liability company classified as
a partnership to file areturn of the taxes due and payable on the 15th
day of the 4th month following the close of its taxable year. The

Ceorpoerate Corporation Tax Law requires—C*—cerperation—and—S-
eereFaHeH—taxpayer—te—He—FeEums a taxpayer subject to that law,

including an “ S corporation,” to file a return on the 15th day of the
3rd month following the close of its taxable year. These tax return due
dates conform to federal income tax return due dates for taxable years
beginning before January 1, 2016.

This bill would require, mstead for taxable years beginning on or
after January 1, 2016,partrerships-and-mited-Habiity-companies a
partnership and a limited liability company classified as a partnership
to fileareturn on the 15th day of the 3rd month, and“C*-Cerperations
a taxpayer subject to the Corporation Tax Law, but not an “S
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corporatlon " to flle a return on the 15th day of the 4th—menthef—the

1—2926 month foIIOW| ng the cI ose of |tstaxableyear Thesetax return
due dates would conform to federal income tax return due dates for
taxable years beginning on and after January 1, 2016.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.

The people of the Sate of California do enact as follows:

SECTION 1. Section 18601 of the Revenue and Taxation Code
isamended to read:

18601. (@) Except as provided in subdivision-b)-ere); (b),
(c), or (d), every taxpayer subject to the tax imposed by Part 11
(commencing with Section 23001) shall, on or before the 15th day
of thethird fourth month following the close of its taxable year,
transmit to the Franchise Tax Board areturn in aform prescribed
by it, specifying for thetaxableyear, all thefactsasit may by rule,
or otherwise, require in order to carry out this part. A tax return,
disclosing net income for any taxable year, filed pursuant to
Chapter 2 (commencing with Section 23101) or Chapter 3
(commencing with Section 23501) of Part 11 shall be deemed filed
pursuant to the proper chapter of Part 11 for the same taxable
period, if the chapter under which the return isfiled is determined
€rroneous.

(b) Inthe case of cooperative associations described in Section
24404, returns shall be filed on or before the 15th day of the ninth
month following the close of its taxable year.

(c) Inthe case of taxpayers required to file areturn for a short
period under Section 24634, the due date for the short period return
shall be the same as the due date of the federal tax return that
includes the net income of the taxpayer for that short period, or
the due date specified in subdivision (a) if no federal return is
required to be filed that would include the net incomefor that short
period.

(d) (1) Inthecaseof an“ Scorporation” described in Section
1361 of the Internal Revenue Code, relating to S corporation
defined, returns shall befiled on or before the 15th day of the third
month following the close of its taxable year.
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(e
(2) For taxable years beginning on or after January 1, 1997,

each “S corporation” required to file a return under subdivision
(a) for any taxable year shall, on or before the day on which the
return for the taxable year wasfiled, furnish each personwhoisa
shareholder at any time during the taxable year a copy of the
information shown on the return.

(e) For taxable years beginning on or after January 1, 1997:

(1) A shareholder of an “S corporation” shall, on the
shareholder’sreturn, treat a Subchapter Sitem in amanner that is
consistent with the treatment of the item on the corporate return.

(2) (A) In the case of any Subchapter S item, paragraph (1)
shall not apply to that item if both of the following occur:

(i) Either of the following occurs:

(I) The corporation has filed a return, but the shareholder’'s
treatment of the item on the shareholder’s return is, or may be,
inconsistent with the treatment of the item on the corporate return.

(I1) The corporation has not filed a return.

(i) The shareholder files with the Franchise Tax Board a
statement identifying the inconsistency.

(B) A shareholder shall be treated as having complied with
clause (ii) of subparagraph (A) with respect to a Subchapter Sitem
if the shareholder does both of the following:

(i) Demonstrates to the satisfaction of the Franchise Tax Board
that the treatment of the Subchapter S item on the shareholder’s
return is consistent with the treatment of the item on the schedule
furnished to the shareholder by the corporation.

(i) Electsto havethisparagraph apply with respect to that item.

(3) In any case described in subclause (1) of clause (i) of
subparagraph (A) of paragraph (2), and in which the shareholder
does not comply with clause (ii) of subparagraph (A) of paragraph
(2), any adjustment required to make the trestment of the items by
the shareholder consistent with the treatment of the items on the
corporate return shall be treated as arising out of a mathematical
error and assessed and collected under Section 19051.

(4) For purposesof thissubdivision, “ Subchapter Sitem” means
any item of an* Scorporation” to the extent provided by regulations
that, for purposes of Part 10 (commencing with Section 17001) or
this part, the item is more appropriately determined at the
corporation level than at the shareholder level.
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(5) The penalties imposed under Article 7 (commencing with
Section 19131) of Chapter 4 shall apply in the case of a
shareholder’s negligence in connection with, or disregard of, the
requirements of this section.

(f) The amendments made to this section by the act adding this
subdivision shall apply to returns for taxable years beginning on
or after January 1, 2016.

SEC. 2. Section 18633 of the Revenue and Taxation Code is
amended to read:

18633. (@) (1) Every partnership, on or before the 15th day
of thefeurth third month following the close of its taxable year,
shall make a return for that taxable year, stating specificaly the
items of gross income and the deductions allowed by Part 10
(commencing with Section 17001). Except as otherwise provided
in Section 18621.5, the return shall include the names, addresses,
and taxpayer identification numbers of the persons, whether
residents or nonresidents, who would be entitled to share in the
net income if distributed and the amount of the distributive share
of each person. Thereturn shall contain or be verified by awritten
declaration that it is made under penalty of perjury, signed by one
of the partners.

(2) Inadditionto returnsrequired by paragraph (1), every limited
partnership subject to the tax imposed by subdivision (b) of Section
17935, on or before the 15th day of thefeurth third month
following the close of itstaxable year, shall make areturn for that
taxable year, containing the information identified in paragraph
(2). In the case of alimited partnership not doing businessin this
state, the Franchise Tax Board shall prescribe the manner and
extent to which the information identified in paragraph (1) shall
be included with the return required by this paragraph.

(b) Each partnership required to file areturn under subdivision
(a) for any taxable year shall (on or before the day on which the
return for that taxable year was required to be filed) furnish to each
person who isapartner or who holdsan interest in that partnership
as a nominee for another person at any time during that taxable
year acopy of the information required to be shown on that return
as may be required by regulations.

(c) Any person who holds an interest in a partnership as a
nominee for another person shall do both of the following:
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(1) Furnish to the partnership, in the manner prescribed by the
Franchise Tax Board, the name, address, and taxpayer identification
number of that other person, and any other information for that
taxable year as the Franchise Tax Board may by form and
regulation prescribe.

(2) Furnish to that other person, in the manner prescribed by
the Franchise Tax Board, the information provided by that
partnership under subdivision (b).

(d) The provisions of Section 6031(d) of the Internal Revenue
Code, relating to the separate statement of items of unrelated
business taxable income, shall apply.

(e) The provisions of Section 6031(f) of the Interna Revenue
Code, relating to electing investment partnerships, shall apply,
except as otherwise provided.

() The amendments made to this section by the act adding this
subdivision shall apply to returns for taxable years beginning on
or after January 1, 2016.

SEC. 3. Section 18633.5 of the Revenue and Taxation Codeis
amended to read:

18633.5. (a) Every limited liability company-whieh that is
classified asapartnership for Californiatax purposesthat isdoing
businessin this state, organized in this state, or registered with the
Secretary of State shall file its return on or before thefifteenth
15th day of thefeurth third month following the close of itstaxable
year, stating specificaly the items of gross income and the
deductions allowed by Part 10 (commencing with Section 17001).
The return shall include the names, addresses, and taxpayer
identification numbers of the persons, whether residents or
nonresidents, who would be entitled to share in the net income if
distributed and the amount of the distributive share of each person.
Thereturn shall contain or be verified by awritten declaration that
it is made under penalty of perjury, signed by one of the limited
liability company members. In the case of a limited liability
company not doing business in this state, and subject to the tax
imposed by subdivision (b) of Section 17941, the Franchise Tax
Board shall, for returns required to be filed on or after January 1,
1998, prescribe the manner and extent to which the information
identified in this subdivision shall be included with the return
required by this subdivision.
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(b) Eachlimited liability company required to file areturn under
subdivision (a) for any limited liability company taxable year shall,
on or before the day on which the return for that taxable year was
required to be filed, furnish to each person who holds an interest
in that limited liability company at any time during that taxable
year acopy of that information required to be shown on that return
as may be required by forms and instructions prescribed by the
Franchise Tax Board.

(c) Any person who holds an interest in a limited liability
company as a nominee for another person shall do both of the
following:

(1) Furnish to the limited liability company, in the manner
prescribed by the Franchise Tax Board, the name, address, and
taxpayer identification number of that person, and any other
information for that taxable year as the Franchise Tax Board may
prescribe by forms and instructions.

(2) Furnish to that other person, in the manner prescribed by
the Franchise Tax Board, theinformation provided by that limited
liability company under subdivision (b).

(d) The provisions of Section 6031(d) of the Internal Revenue
Code, relating to the separate statement of items of unrelated
business taxable income, shall apply.

() (1) A limited liability company shall file with its return
required under subdivision (a), in the form required by the
Franchise Tax Board, the agreement of each nonresident member
tofileareturn pursuant to Section 18501, to make timely payment
of al taxes imposed on the member by this state with respect to
the income of the limited liability company, and to be subject to
personal jurisdiction in this state for purposes of the collection of
income taxes, together with related interest and penalties, imposed
on the member by this state with respect to the income of the
limited liability company. If the limited liability company fails to
timely file the agreements on behalf of each of its nonresident
members, then the limited liability company shall, at the time set
forth in subdivision (f), pay to this state on behaf of each
nonresident member of whom an agreement has not been timely
filed an amount equal to the highest marginal tax rate in effect
under Section 17041, in the case of members-whieh that are
individuals, estates, or trusts, and Section 23151, in the case of
members that are corporations, multiplied by the amount of the
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member’s distributive share of the income source to the state
reflected on the limited liability company’s return for the taxable
period, reduced by the amount of tax previously withheld and paid
by the limited liability company pursuant to Section 18662 and
the regulations thereunder with respect to each nonresident
member. A limited liability company shall be entitled to recover
the payment made from the member on whose behalf the payment
was made.

(2) If alimited liability company fails to attach the agreement
or to timely pay the payment required by paragraph (1), the
payment shall be considered thetax of the limited liability company
for purposes of the penalty prescribed by Section 19132 and interest
prescribed by Section 19101 for failure to timely pay the tax.
Payment of the penalty and interest imposed on the limited liability
company for failure to timely pay the amount required by this
subdivision shall extinguish the liability of a nonresident member
for the penalty and interest for failure to make timely payment of
all taxes imposed on that member by this state with respect to the
income of the limited liability company.

(3) No penalty or interest shall be imposed on the limited
liability company under paragraph (2) if the nonresident member
timely filesand paysall taxesimposed on the member by thisstate
with respect to the income of the limited liability company.

(f) Any agreement of anonresident member required to befiled
pursuant to subdivision (e) shall befiled at either of the following
times:

(1) The time the annual return is required to be filed pursuant
to this section for the first taxable period for which the limited
liability company became subject to tax pursuant to Chapter 10.6
(commencing with Section 17941).

(2) The time the annual return is required to be filed pursuant
to this section for any taxable period in which the limited liability
company had anonresident member on whose behalf an agreement
described in subdivision (€) has not been previously filed.

(g) Any amount paid by the limited liability company to this
state pursuant to paragraph (1) of subdivision (e) shall be
considered to be a payment by the member on account of the
income tax imposed by this state on the member for the taxable
period.
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(h) Every limited liability company that is classified as a
corporation for California tax purposes shall be subject to the
reguirement to file a tax return under the provisions of Part 10.2
(commencing with Section 18401) and the applicable taxes
imposed by Part 11 (commencing with Section 23001).

(i) (1) Every limited liability company doing business in this
state, organized in this state, or registered with the Secretary of
State, that is disregarded pursuant to Section 23038 shall file a
return that includes information necessary to verify its liability
under Sections 17941 and 17942, provides its sole owner’s name
and taxpayer identification number, includes the consent of the
owner to Californiatax jurisdiction, and includes other information
necessary for the administration of thispart, Part 10 (commencing
with Section 17001), or Part 11 (commencing with Section 23001).

(2) If the owner’'s consent required under paragraph (1) is not
included, the limited liability company shall pay on behalf of its
owner an amount consistent with, and treated the same as, the
amount to be paid under subdivision (e) by a limited liability
company on behaf of a nonresident member for whom an
agreement required by subdivision (e) is not attached to the return
of the limited liability company.

(3) Fhe(A) Except asprovided insubparagraph (B), thereturn
required under paragraph (1) shall befiled on or before thefifteenth
15th day of the fourth month after the close of the taxable year of
the owner subject to tax under Part 10 (commencing with Section

17001)—6f—D+V+SI-6H—2 or%beferetheﬂ#eeﬂﬂ%ef—theiehﬂ

%aeuﬂder Chapter 2 (commenC| ng Wlth Sectl on 23101) of Part—l—l
ef—Dwrsen—Z—wHeheveHs—appl-reab’re 11.

(B) In the event that the owner is an “S corporation,” a
partnership, or a limited liability company classified as a
partnership for Californiatax purposes, the return required under
paragraph (1) shall be filed on or before the 15th day of the third
month after the close of the taxable year.

(4) For limited liability companies disregarded pursuant to
Section 23038, “taxable year of the owner” shall be substituted
for “taxable year” in Sections 17941 and 17942.

() The amendments made by-the-act-adding-this-subdivision
Chapter 264 of the Statutes of 2005 apply to taxable years
beginning on or after January 1, 2005.
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(k) The amendments made to this section by the act adding this
subdivision shall apply to returns for taxable years beginning on
or after January 1, 2016.

SEC. 4. Section 23281 of the Revenue and Taxation Code is
amended to read:

23281. (a) (1) When ataxpayer ceasesto do business within
the state during any taxable year and does not dissolve or withdraw
from the state during that year, and does not resume doing business
during the succeeding taxable year, its tax for the taxable year in
which it resumes doing business prior to January 1, 2000, shall be
the greater of the following:

(A) The tax computed upon the basis of the net income of the
income year in which it ceased doing business, except where the
income has already been included in the measure of atax imposed
by this chapter.

(B) The minimum tax prescribed in Section 23153.

(2) When ataxpayer ceasesto do businesswithin the state during
any taxable year and does not dissolve or withdraw from the state
during that year, and does not resume doing business during the
succeeding taxable year, its tax for the taxable year in which it
resumes doing business, on or after January 1, 2000, shall be
according to or measured by its net income for the taxable year in
which it resumes doing business.

(b) Thetax shall be due and payable at the time the corporation
resumes doing business, or on or before th i

i due date of the return for its taxable
year, whichever is later. All the provisions of this part relating to
delinquent taxes shall be applicable to the tax if it is not paid on
or before its due date.

(c) This section does not apply to a corporation-whieh that
became subject to Chapter 3 (commencing with Section 23501)
after it discontinued doing business in this state (see Section
23224.5).

(d) The amendments made to this section by the act adding this
subdivision shall apply to taxable years beginning on or after
January 1, 2016.
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